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liquidate any existing transaction or posi-
tion with that counterparty that complied
with the limits of this section at the time it
was entered. In such a case, however, a Bank
may extend any additional unsecured credit
to such a counterparty only in compliance
with the limitations that are calculated
using the lower maximum exposure limits.
For the purposes of this section, the renewal
of an existing unsecured extension of credit,
including any decision not to terminate any
sales of federal funds subject to a continuing
contract, shall be considered an additional
extension of unsecured credit that can be un-
dertaken only in accordance with the lower
limit.

(e) Reporting requirements. (1) Total unse-
cured extensions of credit. Each Bank shall re-
port monthly to the Finance Board the
amount of the Bank’s total unsecured exten-
sions of credit arising from on- and off-bal-
ance sheet and derivative transactions to
any single counterparty or group of affili-
ated counterparties that exceeds 5 percent
of:

(i) The Bank’s total capital; or
(ii) The counterparty’s, or affiliated

counterparties’ combined, Tier 1 capital, or
if Tier 1 capital is not available, total cap-
ital (as defined by each counterparty’s prin-
cipal regulator) or some similar comparable
measure identified by the Bank.

(2) Total secured and unsecured extensions of
credit. Each Bank shall report monthly to
the Finance Board the amount of the Bank’s
total secured and unsecured extensions of
credit arising from on- and off-balance sheet
and derivative transactions to any single
counterparty or group of affiliated
counterparties that exceeds 5 percent of the
Bank’s total assets.

(3) Extensions of credit in excess of limits. A
Bank shall report promptly to the Finance
Board any extensions of unsecured credit
that exceeds any limit set forth in para-
graphs (a), (b) or (c) of this section. In mak-
ing this report, a Bank shall provide the
name of the counterparty or group of affili-
ated counterparties to which the excess un-
secured credit has been extended, the dollar
amount of the applicable limit which has
been exceeded, the dollar amount by which
the Bank’s extension of unsecured credit ex-
ceeds such limit, the dates for which the
Bank was not in compliance with the limit,
and, if applicable, a brief explanation of any
extenuating circumstances which caused the
limit to be exceeded.

(f) Measurement of unsecured extensions of
credit. (1) In general. For purposes of this sec-
tion, unsecured extensions of credit will be
measured as follows:

(i) For on-balance sheet transactions, an
amount equal to the sum of the book value
of the item plus net payments due the Bank;

(ii) For off-balance sheet transactions, an
amount equal to the credit equivalent

amount of such item, calculated in accord-
ance with § 932.4(f) of this part; and

(iii) For derivative transactions, an
amount equal to the sum of the current and
potential future credit exposures for the de-
rivative contract, where those values are cal-
culated in accordance with §§ 932.4(g) or
932.4(h) of this part, as applicable, less the
amount of any collateral that is held in ac-
cordance with the requirements of
§ 932.4(e)(2)(ii)(B) of this part against the
credit exposure from the derivative contract.

(2) Status of debt obligations purchased by the
Bank. Any debt obligation or debt security
(other than mortgage-backed securities or
acquired member assets that are identified
in §§ 955.2(a)(1) and (2) of this chapter) pur-
chased by a Bank shall be considered an un-
secured extension of credit for the purposes
of this section, except:

(i) Any amount owed the Bank against
which the Bank holds collateral in accord-
ance with § 932.4(e)(2)(ii)(B) of this part; or

(ii) Any amount which the Finance Board
has determined on a case-by-case basis shall
not be considered an unsecured extension of
credit.

(g) Obligations of the United States. Obliga-
tions of, or guaranteed by, the United States
are not subject to the requirements of this
section.
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§ 933.1 Submission of plan.
(a) In general. By no later than Octo-

ber 29, 2001, the board of directors of
each Bank shall submit to the Finance
Board a plan to establish and imple-
ment a new capital structure for that
Bank, which plan shall comply with
part 931 of this chapter and under
which, when implemented, the Bank
shall have sufficient total and perma-
nent capital to comply with the regu-
latory capital requirements established
by part 932 of this chapter. The Fi-
nance Board, upon a demonstration of
good cause submitted by the board of
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directors of a Bank, may approve a rea-
sonable extension of the 270-day period
for submission of the capital plan. A
Bank shall not implement its capital
plan, or any amendment to the plan,
without Finance Board approval.

(b) Failure to submit a capital plan. If
a Bank fails to submit a capital plan to
the Finance Board by October 29, 2001,
including any approved extension, the
Finance Board may establish a capital
plan for that Bank, take any enforce-
ment action against the Bank, its di-
rectors, or its executive officers au-
thorized by section 2B(a) of the Act (12
U.S.C. 1422b(a)), or merge the Bank
pursuant to section 26 of the Act (12
U.S.C. 1446) into any other Bank that
has submitted a capital plan.

(c) Consideration of the plan. After re-
ceipt of a Bank’s capital plan, the Fi-
nance Board may return the plan to
the Bank if it does not comply with
section 6 of the Act (12 U.S.C. 1426) or
any regulatory requirement or is oth-
erwise incomplete or materially defi-
cient. If the Finance Board accepts a
capital plan for review, it may require
the Bank to submit additional informa-
tion regarding its plan or to amend the
plan, prior to determining whether to
approve the plan. The Finance Board
may approve a capital plan as sub-
mitted or as amended, or may condi-
tion its approval on the Bank’s compli-
ance with certain stated conditions,
and may require that the capital plans
of all Banks take effect on the same
date.

§ 933.2 Contents of plan.
The capital plan for each Bank shall

include, at a minimum, provisions ad-
dressing the following matters:

(a) Minimum investment. (1) The cap-
ital plan shall require each member to
purchase and maintain a minimum in-
vestment in the capital stock of the
Bank, in accordance with § 931.3, of this
chapter and shall prescribe the manner
in which the minimum investment is
to be calculated. The plan shall require
each member to maintain its minimum
investment in the Bank’s stock for as
long as it remains a member and, with
regard to Bank stock purchased to sup-
port an advance or other business ac-
tivity, for as long as the advance or
business activity remains outstanding.

(2) The capital plan shall specify the
amount and class (or classes) of Bank
stock that an institution is required to
own in order to become and remain a
member of the Bank, and shall specify
the amount and class (or classes) of
Bank stock that a member is required
to own in order to obtain advances
from, or to engage in other business
transactions with, the Bank. If a Bank
requires its members to satisfy its min-
imum investment through the pur-
chase of one or more combinations of
Class A and Class B stock, the author-
ized combinations of stock shall be
specified in the capital plan, which
shall afford the members the option of
satisfying the minimum investment
through the purchase of any such com-
bination of stock.

(3) The capital plan may establish a
minimum investment that is cal-
culated as a percentage of the total as-
sets of the member, as a percentage of
the advances outstanding to the mem-
ber, as a percentage of the other busi-
ness activities conducted with the
member, on any other basis approved
by the Finance Board, or on any com-
bination of the above.

(4) The minimum investment estab-
lished by the capital plan shall be set
at a level that, when applied to all
members, provides sufficient capital
for the Bank to comply with its min-
imum capital requirements, as speci-
fied in part 932 of this chapter. The
capital plan shall require the board of
directors of the Bank to monitor and,
as necessary, to adjust, the minimum
investment to ensure that the stock re-
quired to be purchased and maintained
by the members is sufficient to allow
the Bank to comply with its minimum
capital requirements. The plan shall
require each member to comply
promptly with any adjusted minimum
investment established by the board of
directors of the Bank, but may allow a
member a reasonable time to do so and
may allow a member to reduce its out-
standing business with the Bank as an
alternative to purchasing additional
stock.

(b) Classes of capital stock. The capital
plan shall specify the class or classes of
stock (including subclasses, if any)
that the Bank will issue, and shall es-
tablish the par value, rights, terms,
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